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Abstract 
In urban China, self-employment is one of the major channels for migrant workers 
to earn their living, and the primary method for them to assimilate economically into 
local communities. However, previous studies pertaining to migrant workers mainly 
focus on their situations and behaviors in the employed sector, while the questions, 
what determine migrant workers’ decisions to be self-employed and how they 
behave in the self-employed sector, are yet to be investigated deeply. Based on the 
data “China Urban Labor Survey (Wave 3)”, this paper investigates whether there 
exist significant differences in propensity for self-employment between local 
workers and migrant workers in urban China, and how migrant workers’ propensity 
for self-employment is related with their social network.  
This paper finds that migrant workers are more likely to work in the 
self-employed sector than local workers. In addition, migrant workers’ and local 
workers’ propensity for self-employment is significantly different in terms of many 
observable variables. Two reasons may account for these differences. Firstly, migrant 
workers and local workers face different institutional regulations, like the Household 
Registration System and the Only Child Policy. Secondly, being out of their 
hometown, migrant workers receive less financial and labor support than local 
workers do, which makes them rely heavily on their own accumulation or their 
spouses’ support. 
When investigating how migrant workers’ propensity for self-employment is 
related with their social network, this paper uses the variables describing migrant 
workers’ initial, rather than current, social network in local communities. This can 
help us to rule out the endogeneity induced by the effect of self-employment on 
social network. Apart from this, there are two variables used to measure migrant 
workers’ social network: the number of relatives and the number of fellow villagers, 
which represent two different levels of social network. This paper finds that migrant 

















network. Those migrant workers who have more fellow villagers in local 
communities are more likely to be self-employed, while we do not find significant 
relationship between the number of relatives and the status of being self-employed. 
This suggests that different levels of social network may play different roles in 
migrant workers’ self-employment. In addition, this paper finds that the supports 
from spouses and those from social network can be substitutes for each other to 
some extent. 
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